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OATH OR AFFIRMATION

1, Richard H. Lemmon, Jr. , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Port Securities, Inc. , as
of December 31 » 2014, are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

None

; NATALIE ASIK {
‘ 1 NOTARY PUBLIC - CALIFORNIA
- SION # 2008454

!

COoMMIS
ORANGE COUNTY

e mm. , Janusry 27 2017
hacs

This report ** contains (check all applicable boxes):

> (8) Facing Page. ‘

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors® Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

() Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

() Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

() A Reconciliation between the audited and wnaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An OQath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Notary Public

Lv s

00X 0O OXNRRORKKKK

**For conditions of confidential treatment of certain portions of this Siling, see section 240.17a-5(e)(3).
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CALIFORNIA ALL- PURPOSE
CERTIFICATE OF ACKNOWLEDGMENT

A notary public or other officer completing this certificate verifies only the identity
of the individual who signed the document to which this certificate is attached,
and not the truthfulness, accuracy, or validity of that document.

State of California }

County of nmmb;-{/ }
on Mo 11, 20 before me, Nuluhe Az v oty “u

(Hefe ingen F] 1o ]
personally appeared Cachard H Lemman Jr.
who proved to me on the basis of satisfactory evidence to be the person(®) whose
me(;{@are subscribed to the within instrument and acknowledged to'me that
e né%n

she/tiiey executed the same i er/their authorized éépacityfées-),.and that by
eritheir signa;;re(s on the instrOment the person};’), or the entity upon behalf of
a

ich the person( ed, executed the instrument,

I certify under PENALTY OF PERJURY under the laws of the State of California that
the foregoing paragraph is true and correct.

Notary Public Signature

@

ADDITIONAL OPTIONAL INFORMATION 1, 1 iomipoc TIONS FOR COMPLETING THIS FORM

15 form complies with current Califormio sianates regording natary wording and.

DESCRIPTION OF THE ATTACHED DOCUMENT i neaded, shovld be complerad and atiached 1o the document Acknowisdgments

Jrom other siates may be completed for documanis being sent 1o that state 50 long
05 the wording does not reguive the Calforma nelary o violete Celiforma notary
law.

(Tide or sescnplion of attached document) * Stat¢ and County information must be the State and County where the document
signex(s) persontlly appesred befare the notary public for acknowledgment

Date of nolari2ation roust be the date that the aigner(s) personalty appeared which
fmust aico be the same date the acknowjedgment is completed

The notary puble nwst pnnt hus or her name s xt appears within tis or her

(Notary Public Seef)

(Title or descripuon of atiachad document continued)

Number of Pages ____ DocumentDate______ commission followed by a coruna and then your title (notary public).
= Pant the name(s) of dosument agners) who personally appear at the time of
notnzation.
» Indicate the correct singular or plura) forms b crossing off incorrect forms (i ¢
CAPAC“T?( CLAIMED BY THE SIGNER he/shenthey- is /am ) of circling the correct rotr)n/s Failurs 10 correctly indicate tus
O Individual (s) information may lead 1o rejection of document recording
J Corporata Officer * The notary seal impression rust be clear and pholographically reproducible.
Impsession must not cover texi or Imes. If seal impression smudges, re-scal if a
(THie) sufficient arés permts, otherwise camplete 3 different acknowfedgment form
O Partner(s) * Signaturs of the notary public must maich the signarure oa file with the office of
the county clerk.
O Attorney-in-Fact % Additional information 15 not réquired but could befp to ensure this
O Trustee(s) acknowledgment 1s 8ot nusused or attached to a differant document.
Oth #  Indicaic utle or type of attached document, number of pages and date.
O er % Indicate the capacity claimed by the signer, If the claimed capacity is a

corporate officer, mdicate the trfe ¢ CEQ, CFO, Secretary)
¢ Sccurcly attach this document to the signed document with a siaple,
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Port Securities, Inc.
Report Pursuant to Rule 17a-5 (d)
Financial Statements

For the Year Ended December 31, 2014



Elizabeth Tractenberg, CPA

3832 SHANNON ROAD
LOS ANGELES, CALIFORNIA 90027
323/669-0545 — Fax 323/517-2625

elizabeth@tractenberg.net
PCAOB # 3621

Report of Independent Registered Public Accounting Firm

To the Board of Directors
Port Securities, Inc.
Newport Beach, CA 92663

I have audited the accompanying statement of financial condition of Port Securities, Inc. (the
“Company”), a California corporation, as of December 31, 2014 and the related statements of
income (loss), changes in stockholder’s equity, and changes in financial condition for the year then
ended that are filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, and the
related notes to the financial statements and supplemental information. The Company’s
management is responsible for these financial statements. My responsibility is to express an
opinion on these financial statements based on my audit.

I conducted my audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that I plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. I believe that my audit
provides a reasonable basis for my opinion,

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial condition of the Company as of December 31, 2014, and the results of its operations and its
cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

The information contained in Schedules I, II and III (the “supplemental information”) has been
subjected to audit procedures performed in conjunction with the audit of the Company’s financial
statements. The supplemental information is the responsibility of the Company’s management. My
audit procedures included determining whether the supplemental information reconciles to the financial
statements or the underlying accounting and other records, as applicable, and performing procedures to
test the completeness and accuracy of the information presented in the supplemental information. In
forming my opinion on the supplemental information, I evaluated whether the supplemental
information, including its form and content, is presented in conformity with 17 C.F.R. § 240.17a-5. In
my opinion, the supplemental information is fairly stated, in all material respects, in relation to the
financial statements as a whole.

%M@J«@a

Elizabeth Tractenberg, CPA
Los Angeles, CA
February 20, 2015



Port Securities, Inc.
Statement of Financial Condition

December 31, 2014
ASSETS
Cash $ 81,124
Clearing deposit 26,289
Commissions receivable 19,904
Prepaid expenses 10,051
Furniture and equipment net of accumulated depreciation of $7,786 -
Total Assets $ 137,368
e o ———

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Accounts payable and accrued expenses $ 22,767
Salaries payable 8,845
Total Liabilities 31,612
Stockholder's Equity
Common stock (1,500 shares authorized, 51 shares $ 1,500
issued and outstanding, no par value)
Paid-in capital 27,000
Retained Earnings : 77,256
Total Stockholder's Equity 105,756
Total Liabilities and Stockholder's Equity $ 137,368
EEr———

See Accompanying Notes to Financial Statements
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Port Securities, Inc.
Statement of Income
For The Year Ended December 31, 2014

Revenue
Commissions $
Miscellaneous income
Total Revenue

Operating Expenses
Auto
Clearing charges
Commissions
Data and communications
Insurance
Office expense
Professional services
Regulatory fees
Rent
Salaries, wages and related expenses
Telephone
Travel and entertainment
All others
Total Operating Expenses

Income before tax provision
Income tax provision

Net Income $

See Accompanying Notes to Financial Statements
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335,184
2,071

337,255

8,289
41,080
149,688
6,310
857
4,521
4,595
11,001
8,573
26,866
3,955
33,152
3,670

302,557

34,698
800

33,898




Port Securities, Inc.
Statement of Changes In Stockholder's Equity
For The Year Ended December 31, 2014

Common Retained
Stock Common Paid-In Earnings
Shares Stock Capital (Deficit) Total

Balance December 31, 2013 1,500 $ 1,500 $ 27,000 $ 63,358 $ 91,858

Net Income ‘ 33,898 33,898
Distributions (20,000) (20,000)
Balance December 31, 2014 1,500 $ 1,500 $ 27,000 $ 77,256 $ 105,756

See Accompanying Notes to Financial Statements
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Port Securities, Inc.

Statement of Changes in Financial Condition

For The Year Ended December 31,2014

Cash Flows from Operating Activities

Net income
Adjustments to reconcile net assets to net
cash provided by operating activities:
(Increase) decrease in Commission receivable
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable
Increase (decrease) in salaries payable
Increase (decrease) in deposits

Net cash flows from operating activities

Cash Flows from Investing Activities

Cash Flows from Financing Activities
Distributions

Net cash flows from financing activities
Net increase (decrease) in cash
Cash at beginning of year

Cash at December 31, 2014

Supplemental Information

Interest paid
Income taxes paid

See Accompanying Notes to Financial Statements
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$ 33,898

(8,530)

(2,406)

(333)
4,726
393

l

27,748

|

(20,000)
(20,000)
7,748

73,376

$ 81,124
b e ]
$ -
$ -




Port Securities, Inc.
Notes to Financial Statements
December 31,2014

Note 1 — Organization and Nature of Business

Port Securities, Inc. (the “Company”) was incorporated in the State of California on July 9, 1997. The
Company is a registered broker-dealer with the Securities and Exchange Commission (SEC), the
Financial Industry Regulatory Authority (“FINRA”), Municipal Securities Rulemaking Board
(“MSRB?”), and the Securities Investor Protection Corporation (“SIPC™)

Note 2 — Significant Accounting Policies

Basis of Presentation — The Company conducts the following types of business as a securities broker-
dealer, which comprises several classes of services, including:

Broker or dealer retailing corporate equity securities over-the-counter

Broker or dealer selling corporate debt securities

Mutual fund retailer

Municipal securities broker

Broker or dealer selling variable life insurance or annuities

Put and call broker or dealer or option writer

Non-exchange member arranging for transactions in listed securities by exchange
member

o Private placements of securities

Under its membership agreement with FINRA and pursuant to Rule 15¢3 (k) (2) (ii), the Company
conducts business on a fully disclosed basis and does not execute or clear securities transactions for
customers. Accordingly, the Company is exempt from the requirement of Rule 15¢3-3 under the
Securities Exchange Act of 1934 pertaining to the possession or control of customer assets and reserve
requirements.

Commissions — Commissions and related clearing expenses are recorded on a trade-date basis as
securities transactions occur.

Provision for Income Taxes - The Company has elected to be taxed under the provisions of subchapter
S of the Internal Revenue Code and comparable State of California statutes wherein the Company’s
taxable federal and state income is taxed directly to the stockholder. Additionally, the state of California
imposes a 1.5% state franchise tax on the corporation’s taxable income.

The accounting principles generally accepted in the United States of America provides accounting and
disclosure guidance about positions taken by an organization in its tax returns that might be uncertain.
Management has considered its tax positions and believes that all of the positions taken by the Company
in its Federal and State organization tax returns are more likely than not to be sustained upon
examination. The Company is subject to examinations by U.S. Federal and State tax authorities from
2011 to the present, generally for three years after they are filed.



Port Securities, Inc.
Notes to Financial Statements
December 31,2014

Note 2 - Significant Accounting Policies (continued)

Depreciation — Depreciation is provided on a straight-line basis using estimated useful lives of five to
ten years. Leasehold improvements are amortized over the lesser of the economic useful life of the
improvement or the term of the lease.

Statement of Changes in Financial Condition - The Company has defined cash equivalents as highly
liquid investments, with original maturities of less than three months that are not held for sale in the
ordinary course of business.

Note 3 - Fair Value

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and establishes a
fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. A fair value measurement assumes that the transaction to sell the
asset or transfer the liability occurs in the principal market for the asset or liability or, in the absence of a
principal market, the most advantageous market. Valuation techniques that are consistent with the
market, income or cost approach, as specified by FASB ASC 820, are used to measure fair value,

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into
three broad levels:

* Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the ability to access.

* Level 2 inputs are inputs (other than quoted prices included within level 1) that are
observable for the asset or liability, either directly or indirectly.

» Level 3 inputs are unobservable inputs for the asset or liability and rely on management’s
own assumptions about the assumptions that market participants would use in pricing the
asset or liability. (The unobservable inputs should be developed based on the best
information available in the circumstances and may include the Company’s own data.)

The following table presents the Company’s fair value hierarchy for those assets and liabilities measured
at fair value on a recurring basis as of December 31, 2014,

Fair Value Measurements on a Recurring Basis

As of December 31, 2014
Level 1 Level 2 Level 3 Total
Assets
Cash $81,124 $ - $ - $81,124
Clearing deposits 26,289 26,289
Total $107,413 I I $107,413




Port Securities, Inc.
Notes to Financial Statements
December 31, 2014

Note 4 — Receivable From and Payable to Broker-Dealers and Clearing Organizations

Amounts receivable from and payable to broker-dealers and clearing organizations at December 3 1,
2014, consist of the following:

Receivable Payable
Fees and commissions receivable/payable $ 19,904 $0

The Company clears certain of its proprietary and customer transactions through another broker-dealer
on a fully disclosed basis.

Note 5§ - Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counter-parties primarily
include broker-dealers, banks, and other financial institutions. In the event counter-parties do not fulfill
their obligations, the Company may be exposed to risk. The risk of default depends on the
creditworthiness of the counter-party or issuer of the instrument. It is the Company’s policy to review,
as necessary, the credit standing of each counter-party.

Note 6 — Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital,
both as defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides that equity capital may not be
withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to 1. At December
31, 2014, the Company had net capital of $95,705 which was $90,705 in excess of its required net
capital of $5,000. The Company’s net capital ratio was .33 to 1.

Note 7 - Income Taxes

As discussed in Note 2 - Significant Accounting Policies, the Company is subject to a 1.5% tax on net
income over the minimum tax of $800. At December 31, 2014, the Company recorded the minimum
franchise tax of $800.

Note 8 — Deposit — Clearing Organization
The Company has an agreement with a clearing broker which requires a minimum deposit of $25,000.

Note 9— Exemption from the SEC Rule 15¢3-3

The Company is an introducing broker-dealer that clears all transactions with and for customers on a
fully disclosed basis with an independent securities clearing company and promptly transmits all
customer funds and securities to the clearing company, which carries all of the accounts of such
customers and maintains and preserves such books and records pertaining thereto pursuant to the
requirements of the SEC Rule 17a-3 and 17a-4, as are customarily made and kept by a clearing broker or
dealer.



Port Securities, Inc.
Notes to Financial Statements
December 31, 2014

Note 10 — SIPC Supplementary Report Requirement

The Company is not required to complete the SIPC Supplementary Report under SEC Rule 17a-5(e) (4)
for fiscal year ending December 31, 2014 because the Company’s SIPC Net Operating Revenues are
under $500,000.

Note 11 - Operating Lease

The company leases office space on a month-to-month basis. Rent expense for the year ended
December 31, 2014 was $8,573.

Note 12 — Subsequent Events

Management has reviewed the results of operations for the period of time from its year end

December 31, 2014 through February 20, 2014, the date the financial statements were available to be
issued, and has determined that no adjustments are necessary to the amounts reported in the
accompanying financial statements nor have any subsequent events occurred, the nature of which would
require disclosure.

10



Port Securities, Inc.

Schedule I - Computation of Net Capital Requirement

December 31,2014

Computation of Net Capital

Total ownership equity from statement of financial condition

Nonallowable assets
Prepaid expenses
Net Capital

Computation of Net Captial Requirements
Minimum net aggregate indebtedness
6-2/3 % of net aggregate indebtedness
Minimum dollar net capital required

Net Capital required (greater of above amounts)
Excess Capital

Excess net capital at 1000% (net capital less 10% of
aggregate indebtedness)

Computation of Aggregate Indebtedness
Total liabilities

Aggregate Indebtedness to net capital

$ 105,756

(10,051)

95,705

2,107

5,000

5,000

90,705

92,544

The following is a reconciliation of the above net capital computation with the
Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

Net Capital per Company's Computation
Variance

Increase in tax accrual
Net Capital per Audited Report

11

$

$

96,505

800
95,705



Port Securities, Inc.
Schedule II - Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3
As of December 31, 2014

A computation of reserve requirement is not
for exemption under Rule 15¢3-3 (k) (2) (ii).

applicable to Port Securities, Inc. as the Company qualifies

12



Port Securities, Inc.
Schedule III - Information Relating to Possession or Control
Requirements under Rule 15¢3-3
As of December 31, 2014

Information relating to possession or control requirements is not applicable to Port Securities, Inc. as the
Company qualifies for exemption under Rule 15¢3-3 (k) (2) (ii).

13



Elizabeth Tractenberg, CPA

3832 SHANNON ROAD
LOS ANGELES, CALIFORNIA 90027
323/669-0545 — Fax 323/517-2625

eliza beth@tractenberg.net

PCAOB # 3621

Report of Independent Registered Public Accounting Firm

To the Board of Directors
Port Securities, Inc.

I have reviewed management’s statements, included in the accompanying Port Securities, Inc.
(the “Company”) Exemption Report in which (1) the Company identified the following
provisions of 17C.F.R. §15¢3-3(k) under which the Company claimed an exemption from 17
C.F.R. §240.15c3-3: ((k) (2) (ii)) (the “exemption provisions”) from June 1, 2014 to December
31, 2014, and (2) the Company stated that they met the identified exemption provisions from
June 1, 2014 to December 31, 2014 (the Company’s fiscal year end) without exception. The

Company’s management is responsible for compliance with the exemption provisions and its
statements.

My review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required
procedures to obtain evidence about the Company’s compliance with the exemption provisions.
A review is substantially less in scope that an examination, the objective of which is the
expression of an opinion on management’s statements. Accordingly, I do not express such an
opinion.

Based on my review, I am not aware of any material modifications that should be made to
management’s statements referred to above for them to be fairly stated, in all material respects,
based on the provisions set forth in paragraph (k) (2) (ii) of Rule 15¢3-3 under the Securities
Exchange Act of 1934 for the periods noted in paragraph 1 above.

Elizabeth Tractenberg, CPA
Los Angeles, CA
February 20, 2015
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